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SUBJECT: JERC FORECASTS GRADUAL RECOVERY 
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1 . SUMMARY: ECONOMIC FORECAST RECENTLY RELEASED BY 
PRESTIGIOUS JAPAN ECONOMIC RESEARCH CENTER (JERC) PROJECTS 
REAL GNP INCREASE OF 6.0 PERCENT FOR CY 1976 (SEE REFTEL. 

ACCORDING TO JERC, EXPORT GROWTH WILL BE ONLY STRONG SECTOR 
UNTIL PERSONAL CONSUMPTION AND BUSINESS INVESTMENT PERK UP 
IN FINAL QUARTER OF CY 1976. FORECAST, WHICH IS BASED ON 
JUDGMENTAL RATHER TAHN FULLY SPECIFIED ECONOMETRIC MODEL, 
PROJECTS CY 1976 TRADE SURPLUS AT $10.7 BIL WITH CURRENT 
ACCOUNT SURPLUS AT $4.3 BIL. MODEL ALSO PROJECTS GRADUAL 
EASING OF WHOLESALE PRICE PRESSURES WITH ANNUAL INCREASE IN WPI 
LESS THAN 6.5 PERCENT DURING JULY 1976-MARCH 1977 
FORECAST PERIOD WITH ANNUAL RISE IN CPI PROJECTED TO BE 
UNDER 10 PERCENT DURING MOST OF THIS PERIOD AND FALL BELOW 8 
PERCENT IN LATE 1977 AND EARLY 1978. END SUMMARY. 
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2. LATEST ECONOMIC FORECAST RELEASED BY JAPAN ECONOMIC 
RESEARCH CHENTER, NATION'S BEST-KNOWN PRIVATE FORECASTING 
UNIT, PROJECTS REAL GROWTH OF 6.7 PERCENT FOR CY 1976 WITH 
PRINCIPAL THRUST OF THIS INCREASE PROVIDED BY EXPORTS FOR 
MOST OF THIS YEAR. ALTHOUGH YEAR-OVER- YEAR GNP INCREASE IS 
ABOVE 6 PERCENT FOR EACH OF THE EIGHT QUARTERS OF 1976-77, 
INVESTMENT AND PERSONAL CONSUMPTION ARE EXPECTED TO RISE AT 
SLUGGISH PAGE UNTIL LATE 1976 OR EARLY 1977. STRONG FIRST 
QUARTER 1976 RISE IN PERSONAL CONSUMPTION TO BE FOLLOWED 

BY PROJECTED STAGNATION IN SECOND AND THIRD QUARTER OF 
YEAR, ACCORDING TO JERC FORECAST. QUARTERLY INCREASE IN 
PERSONAL CONSUMPTION PROJECTED TO BE SMALLER THAN QUARTERLY 
INCREASE IN GNP UNTIL FIRST QUARTER 1977. PRIVATE PLANT AND 
EQUIPMENT INVESTMENT PROJECTED TO REGISTER STRONG INCREASE 
IN FINAL QUARTER OF 1976, BUT PRIVATE HOUSING (WHICH REGISTERED 
QUARTERLY INCREASE OF 12.3 PERCENT IN JAN-MAR 1976) WILL 
RECORD MORE MODEST GAINS IN LATTER HALF OF 1976 AND FIRST 
QUARTER 1977, ACCORDING TO JERC PROJECTION. 

3. FOLLOWING TABLES SHOW JERC PROJECTIONS FOR INCREASES IN 
SEASONALLY ADJUSTED REAL GNP AND OTHER NATIONAL INCOME 
COMPONENTS TOGETHER WITH PROJECTED QUARTERLY MOVEMENTS OF 
PRICE (N.S.A.) AND INDUSTRIAL PRODUCTION INDICES (S.A.): 

PERCENT CHANG FROM PRIOR QUARTER 

1976 1977 

1(A) II III IV I II m IV 
NOMINAL GNP 4.3 3.2 3.0 5.1 3.2 3.4 3.2 3.8 

REAL GNP 3.5 0.9 1.3 2.4 2.0 1.7 1.6 1.9 

PVT. CONSUMPTION 3.7 0.0 1.1 1.7 2.7 1.2 1.3 1.3 

PVT. HOUSING 12.3 1.8 1.1 0.9 1.0 3.1 2.6 2.5 

PVT. P&E 0.5 0.2 0.0 2.5 2.8 2.7 2.6 2.4 

EX RECEIPTS(B) 9.0 3.6 0.2 2.8 2.4 2.1 2.0 1.3 

IM PAYMENTS(B) 2.6 1.1 3.3 6.1 5.4 1.1 0.4 1.0 

CPI 2.1 3.5 0.9 3.5 1.5 2.5 1.3 1.7 

WPI 2.0 1.6 1.3 1.4 1.3 1.5 1.3 1.4 

INDPROD 5.8 5.(; 1.0 2.8 2.4 2.7 3.2 2.4 

NOTES: A - FIRST QUARTER 1976 DATA IS ACTUAL DATA RELEASED BY 
EPA APRIL 1976 (REPORTED TOKYO 8299). 

B - GNP BASIS: RECEIPTS (PAYMENTS) FOR EXPORTS (IMPORTS) 
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OF GOODS AND SERVICES PLUS FACTOR INCOME RECEIVED FROM 
(PAID) ABROAD) 

4. JERC FORECAST FOR EXTERNAL SECTOR PROJECTS JAPAN'S TRADE 
SURPLUS FOR 1976 AT $10.7 BIL, AND CURRENT ACCOUNT SURPLUS OF 
$4.3 BIL. EXCEPT FOR PROJECTED STAGNATION IN EXPORTS DURING 
JULY-OCT 1976, VALUE OF EXPORTS GENERALLY EXPECTED TO ADVANCE AT 
5 PERCENT EACH QUARTER. IMPORTS ARE PROJECTED TO REGISTER STRONG 
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INCREASES IN FINAL QUARTERH1976 AND INITIAL QUARTER 1977. 

ALTHOUGH CURRENT ACCOUNT IS PROJECTED TO REGISTER DEFICIT 
DURING JAN-MAR 1977, THIS PROJECTION OF A DEFICIT MAY UNDER 
STATE ACTUAL C/A STRENGTH SINCE ONLY TRADE BALANCE PORTION 
OF CURRENT ACCOUNT PROJECTIONS HAS BEEN ADJUSTED FOR 
SEASONAL VARIATION. SERVICES AND TRANSFERS COMPONENT OF 
CURRENT ACCOUNT NORMALLY REGISTERS LARGE DEFICIT IN FIRST 
EQUARTER OF EACH YEAR. 

5. FOLLOWING TABLE SHOWS BALANCE OF PAYMENTS PROJECTIONS 
IN BILLIONS OF CURRENT DOLLARS BY QUARTERS FOR 1976 AND 
FIRST TWO QUARTERS 1977 (LAST PERIOD IN JERC PROJECTION): 

1976 1977 

IA II III IV I II 

EXPORTS (S.A) 15.7 16.116.117.1 18.0 18.7 

IMPORTS (S.A). 13.0 12.8 13.4 15.1 16.2 16.3 

TRADE BAL(SA) 2.7 3.3 2.7 2.0 1.8 2.3 

SERVICES AND 

TRANSFERS(NSA) -1.6 -1.6 -1.4 -1.7 -2.3 -1.7 

CURR ACCT 

("SA") 1.1 1.6 1.3 0.3 -0.5 0.6 

NOTE: DIFFERENCES OF CERTAIN ITEMS MAY NOT MATCH BALANCES 
DUE TO ROUNDING. 

6. JERC FORECAST IS BASED ON JUDGMENTAL MODEL IN WHICH 
"SUCCESSIVE APPROXIMATION PROCEDURE" IS USED. MOVEMENTS OF 
INDIVIDUAL INDICATORS IN SPECIFIC ECONOMIC SECTORS ARE USED 
TO DRIVE A "PROVISIONAL ESTIMATE" OF OVERALL DEVELOPMENTS IN 
THE ECONOMY FOR A GIVEN QUARTER. PROVISIONAL ESTIMATE IS 
THEN CHECKED TO SEE IF IT MEETS CERTAIN CONSTRAINTS 
(BALANCED INVESTMENT-SAVINGS RELATIONSHIP. AND BALANCED 
DEMAND-SUPPLY RELATIONSHIP FOR MAJOR SECTORS) AND IS 
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COMPARED WITH FORECAST DERIVED BY EXPLICIT ECONOMETRIC 

PROJECTION. JERC FORECAST IS NOT DERIVED FROM COMPLETELY 

SPECIFIED ECONOMETRIC MODEL. HOWEVER, JUDGMENT OF JERC 

STAFF, WHO HAVE A CLOSE WORKING RELATIONSHIP WITH EPA 

AND OTHER GOJ OFFICIALS, IS HIGHLY RSPECTED BY BOTH 

GOJ AND PRIVATE INDUSTRY FORECASTERS. SHOESMITH UNQUOTE KISSINGER 
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